
PHENOMENAL PROFITS

Horace H. Rackkam.

How Their Investments of Hundreds in
a Struggling Automobile Company

Have Swelled to Millions
THE EIGHT FORD

Oriciiial
Investment

Htnry Ford ()
James Couzer,i $1,500
John S. Gray estate. 10,000
John F. Dodge 5,000
Horace E. Dodce.. .. 5,000
Horace H. Rackliam. 5,000
John W. Anderson.. 5,000
R. V. Couzens too

Amount of cash invested not stated.
FORMER STOCKHOLDERS

Invested
A. Y. Malcomson $7,000
Albert Strelow 5,000

a vision of wealth as wu
SUCH spread beforo tho eyes

the people of Detroit and
the whole world suggests 00m-rarlio-

with the Arabian Nights
rather than the actual happenings of
this world. Yet It was tho human
qualities of determination, persevera-
nce, capacity to realize on opport-
unity and business ability that
brought about tho success which had
a culmination the other day when the
nockholders of the Ford Motor Com-
pany voted to increase the capital
Mock from $2,000,000 to $100,000,000
and at tho some time declared a stock
dividend of $48,000,000 besides the
usual cash dividend.

But who rubbed this wonderful lamp
of Aladdin's? Who helped him? The

' ry of the company, commonplace In
beslnnlng, has a flavor of ro-- e

ice.
L l!ars have been mnd to multiply

so that hundreds have become thou-m-l- a

and thousands millions. A girl
lent htr brother $100 and through that
loan he haa become the possessor of
a fortune. This is no typographical
frror the original amount Invested

ai one hundred dollars. Truly the
Jinn have not been Idle, but they havetn of the entirely human kind. They

re Henry Ford and James Couzens
n wonderful in their way as the
plrlts of Arabia.
la the summer of 1902 Henry Ford

formed a copartnership with A.. T.
Malcomson, a coal dealer, for the
building of a motor vehicle. Prior to
that time nine years had elapsed since
the present automobile king had first

sen and operated a vehicle propelled
by gasolene nine yearn which gave
Wm experience, but nothing more. Tho
companies In which he was Interested
as designer and Inventor, the Henry
Ford Automobile Compay and the De-
troit Automobile Company, had "curled

.KB of the high officials of the
l I Department of State in Wash-

ington was asked for a defini
tion of the word "diplomacy." It was
lust after the Lusltanla note had been
'nt. The official hesitated a moment

Then he said:
There was one Secretary who

favored the Idea that diplomacy is the
rt of keeping cool. That Idea is true
nough, but It doesn't cover sufficient

torrltory Diplomacy, I should say, is
tt' art of getting a good cable."

If you separate yourself from the
itmwphera of the second floor of the
department, where the Secretary of
State has his offlce and where the
fpVmats themselves come flocking
very day, and descend to the first

floor, where the big intelligence offlce
It the Department Is located, ypu will ,

' ' why diplomacy In this day and
feneration depends on a cable that

In nthr words, no offlce of foreign
"fair of any Government can be
tnuch better than Its system of trans-'"'ttln- g

Intelligence. Before the day
of the undersna cables there was not

(treat deal nf merit to tho Intelligence
't'm of any foreign otllcc; and while

the

tvt, ... . ...u ...1 enormous uogrre u u
i Kurnpcin war thul actunlly put
'Jch oMahliHiinr-nt- to their first real

' and taught nfllcliils particularly ,

' uepnrtmcnt officials that n ,

poorly working cable or telegraph lino j

'i come very near to defeating tho
Mi of reul d.plcwmcy.

Thf-r- nr( f0ur methods of
Iplornatip and consular communicat-

ion employed In tho big Intelligence
tern whlcli centres on thn llrst Iloor

f the Kt;up, War and Navy Depart-ffln- t
nmldmg in Washington. Tcle-raP- h

and rnbla nearly always are"! Jointly In the transmission of a
"""saie abroad, or when cables will
not work properly, owing to too ripld

nomhlp komewhore, tho wireless Is
onwuniea called into play. After alln StmU whlffr 'PMTl the bulj(j

John W.

STOCKHOLDERS.
Cash Stock

Dividends. Dividend.
$27,350,000 $39,000,000

5,000,000 5,200,000
5,000,000 5,000,600
3,350,000 3,600,000
3,350,000 3,600,000
3,350,000 3,600,000
3,250,000 3,600,000

47,000 50,000

Sold for
$175,000

35,000

up and died." but the Ford determlna.
tlon was still alive.

Mr. Malcomson was to pay an theexpensea of the new company up to
$3,000; but this limit was soon passed
and the nmount grew to $7,000 before
a satisfactory result was achieved.
TK- - - . . . ...uiicnipt waa maae 10 rorm a
company to market Ford's car.

For the next two months many peo-
ple in Detroit heard opportunity
knocking at their door; but only a
very few answered. Finally a small
number were Induced to Invest money
In the enterprise and on June IS, 1903.
the company was formed. Ford and
Malcomson turned In their Invention
and rights for 61 per cent, of the
stock.

Nobody who made the financial ven-
ture was at all enthusiastic. No ex-
traordinary results were looked for
even If the company managed to sur-
vive. An Investment with the usual
return of Interest was about all that
was hoped for under the best of con-
ditions.

Contracts were made with Dodge
Bros, of Detroit, who had operated
a general machine ohop, for 660 chas-
sis. Both John F. and Horace 13.

Dodge subscribed for $5,000 of stock
in the new company, the money to
be paid out of the profits on the 6G0
chassis. Thus they became two of
the present eight shareholders In the
Ford Motor Company.

The Dodge brothers were hard
workers and fairly well off before the
days of the Ford company. They re
still hard workers and have built an
enormous automobile plant of their
own. They have also received $S,550.-00- 0

each in dividends and will haw
$2,600,000 of the new atock.

Theirs 'has been the greatest propor-
tionate gain of any of those inter-
ested in the company, aa until recently
they did a vast amount of work for

of state Intelligence, and while thla
method is slow there ia less worry
attached to its operation.

The European war ia causing the
United States Government a tremen-
dous outlay In the way of message
transmission, and it was estimated "by
an official recently that the normal
cable bill of the State Department was
some $15,000 a month. That sum,
however, applied solely to ratea during
times of peace. It doesn't cover the
bill since tho European war started.

"What will the Department's cable
bills average per month since the

this official was asked.
"It would be hard to tell," he replied.

"They have been enormous. I heard,
however, that we spent very nearly aa
much during the first three months of
the war as we spend in two years of
ordinary conditions."

And it costs $10,000 a month or
about $175,000 a year In peace times I

. . . . , - - 1.1. nn..Ana XIUl IS only lur cauin luim r 111
hcn you askdoes tn. Department

, . .- .t. .11 u nn.tVUk M

spend for postage stamps? That la a
question which no one cares to answer.
It would pay a lot of salaries that
much Is certain. v

Here Is another instance of the way
the Department spends money to get
messages to Us 'Ministers and Ambas-
sadors abroad:

At tho outbreak of the war last Au- -
gum tlio Department of State was
rilled upon to relieve a great number
of stranded Americans abroad who
had lost their money and possessions
Jn U( ruah fop ocpan porU whe ,nft
wnt. rolled upon them. Friends tn the
I'nlted Stute:i began pouring money in
upon thu Department to be trans
mltted to relatives abroad: and beforo
this money could bo paid toy a State
Department representative abroad a
brief description of the payee had to
bo cabled.

Jn ono running message of this kind
tho Htato Department cabled 20,000
words, which tilled cighty-clgh- t type-
written pages and wore paid for ut the
rate of 12 cents a word, thus costing
very close to $2,500, It seems prodigal,
hut Governments cannot hold back for
expenses In times of stress.

All this, however, Is nothing but the
cable feature of the big Intelligence
aystam. There are about 680 embaa--
MM Jtai&Qfts, nfylat and coaaulat

ki.it.

I 1

Anderson.

Horace E. Dodge.

the Ford company In their own shops.
They are generous and charitable.
Yachting ia their principal pastime,
and their palatial yacht, the Nokomls,
Is considered tho (lneat on tho lakes.

Anderson Jk Rackham, a firm of
young attorneys who were Mai com-
mon's lawyers, drew up the papers
when the company wu organised.
Thla led to their becoming sharehold-
ers. They had decided to put $2,B00
each Into the venture, but at the last
moment they Increased the amount to
$5,000 each.

Horace H. Rackliam, lke Mi Ford,
waa a farmer's son. He had gone to
the city and studied law. His health
was not robust and he purchased o. few
acres of land on the outskirts of the
city. Half of this land he sold for
more than the orlglnnl purchase price.

Before the formation, of the com-
pany Mr. Kackham lived but one
house away from Mr-- . Ford and he
could hear the Ford engine sputtering
away behind the house at an hours.
Although their wives were friends the
two men never met until Just before
the formation of the company.

Through Malcomson, Rockhazn be-
came Interested in the enterprise, and
against the advics of banking friends
borrowed money on his real estate and
Invested it in the company. Bo far
he has received $2,260,000 in dividends
and will have $2,600,000 of the new
stock.

Mr. Rackham Uvea In a beautiful
home, and ourlously enough it la but
one removed from the house recently
vacated by Mr. Ford. He is quiet and
unassuming, loves golf and his home
and still practises law.

His partner, John W. Anderson,
borrowed money from relatives In or-
der to invest In the Ford enterprise.

agencies which must report to the
Department at varying intervals, rang-
ing 'from once a day to once every two
weeks. These branch offices of the
Department are scattered from China
to Chile.

The centre the brain of the system
la at Washington. One man and his

assistants preside over this nerve cen-
tre. He is Dr. John It. Buck, chief of
the index bureau of the Stnte Depart-
ment. The title, however, does not
half way describe the Job.

Dr. Buck ia the boss of th Depart-
ment's Intelligence system, but his
work la so closely allied with the ef-

forts of Department officials that he
alone would be powerless to run the
system. His function la simply to su-
pervise the Department's vast network
of mail routes, telegraph and1 cable
lines that spreads around the world.

In the larger sense Dr. Buok and his
Intelligence system rare for the prod-
uct of the Department's note writers,
and tho note writers have been very
busy folks since last August. He must
also care for the miscellaneous output
of the diplomatic and consular ser-
vice, which means not alone the mes-nag- es

or orders to agents abroad but
also the responses from those same
agents which are constantly pouring
in. In other words, Dr. Buck has tho
Job of moving this mass of e,

and so far he haa moved it
as well as the cables would permit.

j For the most part the cable gets the
j Dapartment'H closest attcintlon. The
cable carries the major portion of all
important dlplomatlo correspondence

j nrvi n great deal of "rush" consular
material, such as the reams of orders
that passed between Consul Frost at
Queenstown nnd the Department when

I th" wan sunk.
On tho othor hand, no Government,

regardle.ss of the sum It pays for Its
cablo tolls or postnge stamps, can ex-
pect to bring its Intolllgenco system to
tho hlgheat possible status If it per-
mits Its facilities for secrecy to degen-
erate. There must bo a codn which Is
a model of secrecy nnd which would
dofy dctoctlon under any and all cir-
cumstances. A code la built on the
theory that It must dfcfy detection
even should n copy of tho code mes-Hag- e

fall Into Improper hands and a
posslbla spy bo given a chance to
study It.

Coda systems, despite (Hit tot that
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Scene in the Ford fac-
tory assembling

chassis.

Henry

He has already had $ I,t50 ,00 thrust
upon him as his share of the dividends
and will be compelled to carry away
$2,600,000 of the new sloe. He Hves
unostentatiously, loves travel, is a
natural humorist and after dinner
speaker, and is the only college man In
the list of stockholders.

Contrary to current stories these
two lawyers did not receive stock in
payment for their assistance in the or-
ganisation of the company. They paid
for fheln stock outright and received
a modest sum for their legal services.

John H. Gray, who is now dead, was
a conservative business man and a

THE IMPORTANT PART IN MODERN

every effort ia made to bring to
the hlg-heir- t point of secrecy; and lntrl-- 1
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Ford.

banker. He was Induced to take $10,--
000 worth of stock and the presidency
of tho company. Mr. Gray was scep-
tical about the success of the enter-
prise and only advanced the $10,000
after Mr. Malcomson had guaranteed
htm against loss. Now his heirs are
reaping a golden harvest from an in-

vestment on which not even a chance
was taken.

Mr. Gray was comfortably well to do
before his fortunate Investment. Anr
one could have bought his stock at a
reasonable price In the early of
the company's life, but he Invariably
told prospective purchasers that he

I'hoto by Cllncdlmt.
Dr. John R. Buck, head of the Government Intelligence

Department.
them

days

oacy, are like last year's hat They
go out pf style. lny 1878 th State

FORD

John F. Dodge.

, James Couzens,
vice-preside- nt and treasurer.

couldn't advise them to take it as he
didn't think tho business would last.
He lived long enough, however, to sea
its great success and his faith In Its
two chief workers grew to be un
bounded. The Gray estate la now rep
resented on the board of directors by
David Q ray, a son of the late John S.
Gray.

The Gray estate has received $5,000,-00- 0

In dividends and will have to take
care of $5,000,000 of the new stock.
David Gray ia a bank president and
has helped to organize the new Detroit
Athletic Club. He lives in a beautiful
home in Grosse Polnte, a fashionable
suburb on Lake fit. Clair, and is fond
of home and society.

James Couzens, and
treasurer of the company, was getting
a salary of J1.S00 a year aa a clerk
when the company started business.
He was employed to- - Mr. Malcomson
and lived In a house for which he paid
$21 rent per month. Being a mighty
good clerk he bad succeeded in saving
$400, and as the year had been a suc-
cessful one his employer presented
him with $500. That made $900 which
he had available when the chance
come to buy Ford stock. He then bor-
rowed $100 from his sister and put the
$1,000, together with his note for
$1,600, Into tile company, of which he
was made secretary and business
manawr.

Mr. Ford waa made rloe-preside-nt

and general manager of the company
It was the combination of Mr. Ford's
determination and Inventive genius
and the no less remarkable talent of
Mr. Couzens for business detail and
policy that made the difference be-

tween ordinary and amazing success.
"1 remember riding up the street

Department has had three separate
codes, and the very latestc the green
code Is guarded so closely that it is
kept locked In a safe day and night
nrd tnkon out only when actually
needed for use.

This latest document is the invention
of Dr. Buck, head of the index bureau,
nnd represents the most intricate and
abstruse combination of figures it Is
pos.Hlblo to obtain for cable use.

Back In 1874 the State Department
Invented what was called the red code.
It was the work of John H. Hn swell,
the then chief of the Index bureau,
and at tho time it was Invented it was
considered a marvel of mystery. This
code was In use for the most confiden-
tial matters until 1899, when the De-

partment was Jed to belteve that
through years of use Its secret had
been deciphered by certalm foreign
Governments, so Hnswell set himself
to the task of revising the red code
Into another nnd more intricate sys-
tem, which he colled ithe blue code.

From 1899 up to within a few years
ngo tho blue code was tho one used for
matters of the utmost importance and
secrecy, whllo the red code continued
to be used for matters of secondary
lmporlar.ee. But alout two years ago
It was decided that the blue code, like
tho red, was outliving its usefulness,
and then Dr. Buck brought out the.
greon, code, into which not more than
a dozen officials nt the State Depart-
ment, outside of the embassy staffs,
have even peeped.

It Is n generally recognized fact
that practically all Government codes
nre based uponl some document nnd a
group of figures Is used to represent
the pngo anil lino of the word In-

dicated. For Instance, a code book
page has, wvy, twenty-fiv- e numbered
words In a column straight down tho
page. Suppose, for Instance, that on
page 45, In lino 12, there appears tho
word "note." Thero Is a code equiva-
lent for that word "note" which mny
bo "cat."

If tho matter Is Important the cable
will not usn the word "cat" to lndlcito
"note." It will make its cods eveji
moro abstruse by sending tho group of
llgures "4512," which means that on
page 45, first line, second word, Is the
word "note,"

It la perfectly easy, however, to
Diake an arranemaat, ay.JwWi the

STOCKHOLDERS

John S.
of the

Henry Ford and James Couzens the
Aladdins Who Showered Gold on the

Few Who Had Faith in Them
with Henry Ford in that oar of his,"
said Mr. Couzens, "and talking over
what salaries we were to ask for. We
decided that ttie should get $.000 a
year and I $2,600, and these amounts
were voted us by the directors. I
started out with a one armed stenog-
rapher and finally got a bookkeeper.
I WTote the first annual statement lor
tho directors' meeting out In long
hand with an Indelible pencil.

"In October. 1908, when the com
pany waa five months old, we pld a
2 per cent, dlvlflena; in isovemoer.
10 per cent.: in January, 1004. 20
per cent., and in June, 68 per cent.,
so that at the end of our first year
the stockholders had received oack
every dollar they had invested. From
that time Mr. Ford and I declared
our independence."

Mr. Couzens has received about
In cash dividends, and under

the new capitalization recently an-

nounced will have $5,200,000 of stock.
He Is absolutely unspoiled by his suc-

cess, Is approachable, genuine, direct,
big hearted and a splendid citizen. His
farms In Oakland county, near De-

troit, are among the finest In the
West and the costly barns house large
herds of Holsteln thoroughbreds.
Farming, horseback riding and golf
are his ohlef diversions from busl- -

ness.
Mr. Couuens'a sister, who is now mar-

ried and lives in an Indiana city, re-

ceived stock from her brother repre-
senting the amount of money he had
borrowed. From that $100 which" she
lent him she has received $47,000 in
dividends, and owns $50,000 of the
company's stock.

Mr. Malcomson sold his stock to Mr.
Ford In 1900, being paid therefor $175,-00- 0.

It Is a well known fact that In
the early days of the company the
team work done by these two men was
far from satisfactory to either. It
waa a cane of a house divided against
itself and both men knew that the
house could not stand.

Finally Ford and Couzens suggested
the purchase of the Malcomson stock.
Mr. Malcomson was willing to with-
draw from the orgsnizatioa and of-

fered to sell his Interest for what
looked then like an enormous sum
$175,000. His terms were $75,000 In
a note, and the balance in cash.

Then Messrs. Ford and Couzens
started a hunt for the money. One
Detroit banking firm was approached.
The partners said "they would see
what could he done." They apparent-
ly are still looking, for that was the
last heard from them.

The next effort was successful, how-
ever, and with Ford and Couzens

each other's notes, a loan was
secured. Ten thousand dollars was
paid on these notes at the end of the

American Ambassador at XiOndoo, to
reverse the figures In a certain code
message. Instead of reading "12"
the group of figures in the cable would
rend "8164," although by means of the
previous agreement the word Indi-

cated would be the same.
An official said the other day that by

previous arrangement with the recipi-
ent of the coded cablegram there was
practically no limit to the cryptic and
abstruse code combinations it Is possi-
ble to arrange by means of the sys-
tems already In use.

Naturally the green code is used as
little as possible. It is the one best
bet in codas, and the Department
doesn't want it to get before the spy
departments of other countries any
oftener than ia possible. So it isn't
used freely.

However, suppose the ruler of some
foreign country has acted slightingly
toward an American Ambassador ac-

credited to his country. This slight
would In all probability be adminis-
tered In private, and the Ambassador
and the Department of Stnte would
want the news of tho occurrence to bo
kept very private and confidential un-

til they could at least act upon the
matter. Out would come the new
green code and a message would be
put In cipher.

If, however, the State Department
wished to Inform the Ambassador, say
In London, that the actions of a cer-
tain American olllclnl nbroad were not
meeting with tho approval of the Sec-

retary of State It Is altogether prob-nbl- o

that either tho blue or the red
code would servo tho purpose.

All code Messages or cable messages
of any kind are addressed to "Sec-stat- e,

Washington," tho Department's
cable address, and are signed simply
with the last nnmo of the Ambassador
or other diplomatic or consular agent
sending the message,

The work of decoding or coding
cablo mcssagw 1b In Itself a big task,
The ordinary work of this kind is left
to tho confidential clerks In the Index
bureau, under tho supervision of Dr.
Buck, but when thero comes a com-
munication of tho utmost Importance
or when a communication of a strictly
important nnd confidential nature
needs to be put In codo It Is usually
Ben G. Davis, chief clerk of the De
partment of Stale, 3

Gray (deceased), one
original stockholders.

fourth month, and the balance when
due. The purchase of this etock gave
Mr. Ford his first control of the com-
pany.

Mr. Ford lived In a modest, costs'
house at the time the company was
formed and $10,000 would probably
have covered the value of his worldly
belongings. He has received in divi-
dends approximately $27,250,000 ond
will have $29,000,000 of tho new stock.

His delight is to help his fellow men.
in whom he has the utmost faith, and
he gives his money freely In his own
way to thla end. He Is Just as demo-
cratic and wholesouled as when ho
drew a modest salary from the Edi-
son Electric Company of Detroit.

Mr. Ford has recently moved from
a fine city house In Detroit to ono
on the old farm whre he was born,
ten miles from Detiolt. Ho hns added
to the land until he has upward of
3,000 acres, and has built a house
costing upward of $800,000. He loves
nature and Is accustomed to walk
bareheaded through tho fields anil
woods, watching the rabbits and squir-
rels and birds, of which ho is espe-
cially fond. He loves music and has
installed a wonderful pipe organ In
his new home.

There were others who purchased
small amounts of Ford stock In tlio
early days, and all received several
times the amount they pnld for It.
Albert Btrelow, ono of them, became
Interested In a gold mine In British
Columbia. After the Ford company
had been running n short time lie
needd money to develop his mine ntul
sold his stock to Mr. Couzens for $2."i --

000 five times what he paid for It.
This money he lost In his mine, and
two weeks ago was Kick nt the Ford
plant looking for work.

With the, authorized capital stock
of the company now nt $100,000,000,
the aggregnte Is greater than that of
five of tho principal railroads entering
Detroit tho Michigan Central. I'ero
Marquette, Detroit, Toledo and Iron-to- n,

Detroit and Mackinac, and Detroit
Grand Havn and Milwaukee, whose,
combined capital etock amounts to but
$70,788,000.

The saying that "all weath Is cre-
ated by labor" hns Just enough truth
to be glittering. If Henry Ford had
never lived all the labor expended In
the Ford factories would have been
done somewhere on the two hemi-
spheres and would haw been applied
to some kind of occupation, but It
would not have accumulated these
millions of money and property. Some-
thing more than mere toll Is wanted
(n the accumulation of capita), the
Ingredients being the fertile mind to
invent and the executive genius to
direct. And thirteen years ago not
a dollar of this wealth existed only
an' Idea.

It la not uncommon, however, to send
a cable message "plain" that is, with-
out putting it into code. Such things
as political and dlplomatlo conditions,
however, are entirely confidential.

Next in Importance to communica-
tion by cable Is the mall system of
the Department. This system pertains
more particularly to the consular ser-
vice, the activities of which are not
so closely connected with confidential
matters. The relief of destitute
Americans abroad, the settlement of
American estates abroad, tho certifica-
tion of ship cargoes and the like ,iro
all matters which can be handled In
the malls.

With a few exceptions, mrph as
Cairo, Egypt, and other points, tho
mall comes In special Department of
State leather pouches, sealed In thn
foreign country and not opened until
Chey reach Washington.

There ia a genernlly understood ar-
rangement between all countries In
time of peace to take excentlonal care
of one another's diplomatic nnd con
sular mall, and while It goes through
the regular machinery of foreign and
tntcrocean postnl services there Is un-
doubtedly special care exercised to
prevent such mall coming to harm.

In most countries the mail of the
various consulates nnd consular
agencies Is first forwarded to the em-
bassy or legation of tho I'nlted States
In the cnpltnl of the country. Here
the mail from nil consuls ts gathered
together, placed In a pouch with the
embassy mall nnd sent to tho United
States without further delay.

The entrance of Italy into tho Euro-pen- n

war has rather tangled the cable
Mtuatlon for the Slate Department.
Our note to fiurmany on tho Lusl-
tanla and klndi'd matters were sent
via Home and telegraphed to Berlin,
but since Italy has entered the war

(Cables to Berlin of nn Important naturo
j must be sent by wireless or by cablo
through Copenhagen.

Both London and Tails have direct
cables, nnd In almost any event these

' two cnpltnln will subject the Depart
ment to urn le8t trouble In communi-
cating with their AmUthsndors. retro-gra- d,

however, often presents a situa-
tion nf much difficulty, as tho tele-
graph system between Copenhagen
and Petrogiad haa a habit ot falling-- at

DIPLOMACY PLAYED BY THE CABLES


